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OUTLOOK FOR 1951 RETAIL SALES 


INCE Korea most of the actual changes in our economy have been wrought by 

such light and tenuous things as echoes of thoughts and ideas, and peoples’ 

fears. As we are forced deeper into a garrison economy the changes will 
rise from sterner stuff, like tax increases, restrictions, allocations, controls and 
shortages. 


We have said several times that we believe 1951 will be a good year in most 
lines. It will lack most of the bacchanalian aura that enveloped 1950 and it will 
bring with it confusion and frustration and anger. It will be a difficult year, but 
business volume will be high. 


This is perhaps as good a time as any to look back over the last half of 1950 and 
to examine also the more potent economic forces that are apt to be at work during 
the coming year. 


Since department store sales indexes are considered one of the foremost indi- 
cators of general business health, we have devoted most of the space in this bulletin 
to them. On pages 53 through 60 are shown the variations in department store 
sales in 80 principal cities. The charts show the individual city’s index compared 
with the national average. The large chart at the bottom of page 52 shows the aver- 
age weekly department store sales index from 1949 up to the present. 


No doubt the chief determinant in the level of department store sales (and other 
retail sales as well) is the amount of money people have to spend. (See chart - Na- 
tional Disposable Income Compared With National Department Store Sales, on page 
50). In 1950 this disposable income was running just under $200 billion. In 1951 it 
will probably run even higher despite heavier taxes. This is because wages have 
not been frozen and apparently are not going to be frozen in the foreseeable future. 
In addition to rising hourly wages, the number of hours worked each week will in- 
crease, bringing on premium wages in the form of overtime pay. Another additive 
factor will be the larger number of people employed as more women and marginal 
workers move into defense plants. 


Partially counteracting steadily rising incomes will be several other factors. 
Foremost among them are heavy buying already done, additional taxes, government 
controls and shortages or fear of shortages. 


The buying that has taken place since Korea actually got off to a pretty good 
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start early in 1950 about the time the veterans’ insurance refunds began rolling in. 
During the last half of the year it built up into a buying spree of magnificent pro- 
portions. It is still going on in a good many lines. How soon the effects of this an- 
ticipatory buying (unquestionably a great deal of it was this, or buying in excess of 
immediate needs) will be felt is going to be governed by how people feel about short- 
ages in the future. If they are convinced that inconveniences are going to result from 
the defense effort - that various types of goods are going to be more difficult to get 
or more expensive to pay for - this “forward buying” may go on in isolated lines for 
months. On the other hand, it is slackening noticeably in some lines, particularly 
the so-called soft goods. Eventually the results of this buying spree are going to 
be felt and sales will not be made in April, May and June because they were made 
six months before in October, November and December. 


We have already touched on the impetus given sales by fear of shortages. No 
one can foresee what the defense planners will announce or how it will reverberate 
on the consciousness of the listening (and buying) public. But we can probably rely 
upon Washington to persevere in its series of premature announcements which will 
send people rushing into the various markets in anticipation of controls, or rationing, 
or allocations, or heavier excise taxes. Unfortunately, the game still has some 
little time to run before anybody will know the score, so we can probably look for- 
ward to at least several more months of confusion. 


The degree to which retail sales will be affected by government controls cannot 
be gauged until the controls become fully known. Undoubtedly, they will be cut back 
(cont. on page 53) 
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(cont. from page 50) 

by those controls already in use, and the repercussions will grow the longer the 
controls are in effect. For this year, however, we believe that there will be an 
ample supply of most types of goods with the chief shortages developing in the con- 
sumer durable goods fields. This is thoroughly understandable since the same mate- 
rials that make up stoves, refrigerators, washing machines and television sets also go 
into bullets, guns, tanks, ships and radar. As time goes on the shortages will in- 
crease until it will be the lack of certain consumer goods rather than credit restric- 
tions that will have the greater effect in reducing retail sales. Regulation W will con- 
tinue to play an important part, however, and as inflationary forces increase you may 
expect “W” to be made a good deal sterner. 


None of us knows when the 1951 tax bill will be ready or what form it will finally 
take. It is now in the formative stage and all proposals are receiving apathetic treat- 
ment from Congress or are meeting strong opposition from the various lobbies. Al- 
though we think a stiff tax bill should start siphoning off excess income right away, we 
like the long, deliberate look that Congress is giving the President’s budget. Natur- 
ally, additional excise taxes are going to cut into retail sales. Whether they whittle 
or chop will depend entirely on their severity. Nevertheless, their premature an- 
nouncement will undoubtedly cause a rush to buy articles in those lines affected. 


Summing all of this up, we look for a good brisk retail business in nearly all 
lines during 1951. Retailers can look forward with trepidation or anticipation to 


plenty of excitement. Volumes will continue to be high, but may tail off somewhat 
_ following mid-year. The outlook for profits after taxes - less, by a good deal. 
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